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The Mexican government has been ambivalent about expanding trade with Asia and the Pacific
Rim. President Vicente Fox's administration is moving quickly to negotiate bilateral free-trade
agreements with Japan and Australia, but is growing increasingly concerned about growing
competition from China. Mexico and Japan see a bilateral agreement as a mechanism to jump-start
commercial relations between the two countries.
Mexican-Japanese trade has remained stagnant since the North American Free Trade Agreement
(NAFTA) went into effect in 1994. In recent years, Japan has accounted for only about 4.8% of
Mexico's imports, compared with about 6% before NAFTA was implemented. Similarly, Japan has
taken only about 0.3% of Mexico's total exports in recent years, compared with about 1.6% before
1994.
Bilateral trade between the two countries is only about US$4 billion annually. Mexico's exports to
Japan consist primarily of crude oil, pork, and machinery. The Japanese products exported to Mexico
are typically machinery and automobile and electronic parts. The two countries have had a series of
preliminary talks in recent years but have not made much progress toward serious negotiations on a
full agreement (see SourceMex, 1997-12-10, 1999-04-14 and 2000-04-05).

Mexico, Japan to begin talks in late November
Mexico and Japan committed to expedite negotiations on a bilateral accord at the recent meeting
of the Asia-Pacific Economic Cooperation (APEC) forum, held in Los Cabos, Baja California Sur
state, in late October. At a joint press conference at the APEC meeting, Fox and Japanese Prime
Minister Junichiro Koizumi said trade delegations from the two countries will meet in Tokyo on
Nov. 18 for the first round of negotiations on a new accord. Both leaders said they were confident the
two countries would eventually sign a new accord. "An agreement will stimulate both economies
and lead to economic growth," Fox told reporters. "It will create jobs, and for Mexico it will reduce
poverty."
Japan views Mexico both as a potential new market for its products and as an entry into the NAFTA
market. "Mexico has a market of 100 million consumers," said a Japanese government report. "For
us, Mexico also represents a stepping stone into the North American market. Successful negotiation
of a bilateral accord would be a major milestone for the Fox administration because of Japan's
reluctance to enter into such agreements. Singapore is the only country to sign a bilateral accord
with Japan, which prefers to guide its trade relations through multilateral bodies like APEC and the
World Trade Organization (WTO).
But the optimism of Fox and Koizumi mask the potential difficulties in negotiations on agricultural
trade. Japan heavily subsidizes agricultural production, which could become a huge obstacle to
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an agreement. Mexico has already sharply criticized the US government for boosting agricultural
subsidies in recently enacted farm legislation (see SourceMex, 2002-05-22 and 2002-09-04).
Angel Villalobos, Mexico's deputy economy secretary for trade negotiations, said the proposed
bilateral agreement would be similar to one signed with the European Union (EU), which involved
separate negotiations on individual sectors, including agriculture. The Mexico-EU agreement
was completed in late 1999 and enacted in mid-2000 (see SourceMex, 1999-12-01, 2000-07-19, and
2001-03-28). Japan also anticipates intense negotiations on the agriculture sector but is confident that
differences can be overcome. "Every nation has problems with agricultural products, and Japan is no
exception," Koizumi said. "But we are going to be talking to reach an agreement on every sector of
the economy."
Koizumi said he is confident that Japan will open its borders to Mexican agriculture products.
"Mexican agriculture products do not constitute a significant threat for Japanese producers," said
Koizumi. A report compiled by the private organization Consultores Internacionales cited the
potential for the Mexican agriculture and petroleum sectors to benefit from a bilateral accord with
Japan. "These are the only products that have relevance in negotiations with Japan," the private
group said. Consultores Internacionales raised concerns about an influx of Japanese manufactured
products, which could "overwhelm" Mexico's chains of production. "Mexico has had a huge trade
deficit with Japan, and this gap has widened significantly since 1995," the report said.

Mexico also courts Australia
The Fox administration also used the APEC meeting to make overtures to Australia about the
possibility of a bilateral accord. Australian Prime Minister John Howard, who traveled to the APEC
gathering, met with Fox at the presidential palace in Mexico City shortly after the meeting ended.
The two leaders did not commit to negotiating an accord but promised to keep open the possibility.
Bilateral trade between the two countries totaled only US$435 million in 2001. Fox administration
officials said they will continue to encourage Australian companies to invest in Mexico. Australian
private companies invested US$44 million in Mexico between 1994 and 2001.
Energy Secretary Ernesto Martens said Australian firms have expressed interested in participating
in the construction of two new liquefied-gas plants in Mexico. While Mexico touted the possibility
of trade agreements with Japan and Australia, concerns are growing about China's unfair trade
practices, as evidenced by the rhetoric at the APEC meeting in October.

Mexico leads attack on China at APEC meeting
Mexico reluctantly endorsed China's entry to the WTO in 2001 after several grueling months of
negotiations (see SourceMex, 2001-08-09 and 2001-09-19). Trade relations have been tense since
then, with Mexico threatening earlier this year to bring a complaint against China before the WTO.
The Fox administration's chief complaint is that the Chinese government is offering unfair subsidies
to foreign companies to move their factories from Mexico to China.
Hundreds of maquiladora plants have shut down operations in Mexico since the middle of 2001,
with many of these plants relocating to China or Central America (see SourceMex, 2002-07-17). The
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Fox administration is attempting to reduce the flight of maquiladora plants by extending their taxfree status and the tariff-free status of many manufacturing components.
Administration officials have also proposed reducing the amount of paperwork and time needed to
fire up an assembly plant in Mexico. But the dispute regarding investment incentives is just one area
of conflict between Mexico and China. The Mexican textile industry blames unfair Chinese subsidies
for its decline in its share of the US market. Mexican Economy Secretary Luis Ernesto Derbez, at
the request of the Mexican textile industry and other business chambers, used the APEC meeting to
ask other members of the multilateral organization to support Mexico in filing a complaint against
China before the WTO for unfairly subsidizing its textile and apparel exports. "What is important is
that China is now a member of the WTO and must conform to its rules," said Luis Tellez, a Mexican
businessman who belongs to the APEC Business Advisory Council (ABAC). "If the country is
engaged in unfair subsidies or dumping, then these practices must be brought before the WTO."
China is displacing Mexico in sales of other manufactured products. According to Mexican
government statistics, that country now accounts for 9% of all consumer goods sold in the US. In
contrast, Mexico's share of the US consumer-goods market is 11.5%. China, also a member of APEC,
agreed that any disputes with Mexico be resolved at the WTO. Yu Xiaosong, president of China's
international promotion council, said Mexico should not view China as a threat. "We are aware
of Mexico's concerns because we are the top textile exporter to the US," Yu said in an interview
with the Mexico City daily newspaper El Universal. "But we want to work together with Mexico
to compete fairly in the US market." (Sources: Novedades, 10/22/02, 10/23/02; The Dallas Morning
News, 10/23/02; El Financiero, 10/25/02; Associated Press, 10/08/02, 10/27/02; Reuters, 10/27/02; La
Cronica de Hoy, 10/09/02, 10/21/02, 10/28/02; La Jornada, 10/09/02, 10/14/02, 10/22/02, 10/28/02; El
Universal, 10/09/02, 10/24/02, 10/25/02, 10/28/02; Unomasuno, Milenio Diario, 10/09/02, 10/28/02,
10/29/02; The New York Times, 10/28/02, 11/05/02; Reforma, 10/23/03, 10/24/02, 10/28/02, 11/08/02)
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